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Shifts Business Use 


Bank Credit-- 


The Postwar Decade 


BUSINESS CREDIT market, like other seg- 

ments the economy, has experienced 
notable expansion since the end World War 
Estimates total business indebtedness 
indicate increase approximately 120 per 
cent from the end 1945 through 1955. Ac- 
companying this spectacular growth de- 
mand for commercial credit has been even 
greater relative increase the amount busi- 
ness credit provided the banking system. 
Commercial banks the United States in- 
creased their loans business—exclusive 
real estate loans for business purposes—from 
less than $10 billion the end 1945 more 
than $33 billion ten years later, rise some 
200 per cent. 

The extent this increase business bor- 
rowing and the degree which has been 
met from bank credit are reflected the fun- 
damental realignment bank assets since 
1945. the close World War II, business 
loans comprised only per cent total bank 
assets, substantial decline from the prewar 
1941 level per cent. Since 1945, the 
growth business loans has raised the ratio 
well beyond its 1941 level. the end 1955, 
such loans represented per cent bank 

Within the Tenth Federal Reserve District, 
the increase business loans member banks 
has been even more rapid during the postwar 
period. From level $290 million 1945, 
commercial and industrial loans climbed 
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$1,147 million ten years later, increase 
nearly 300 per cent. 

Financing plant and equipment expan- 
sion was only one the factors tending 
increase bank loans business the postwar 
years. Replacement fixed capital deferred 
during the war period, together with increased 
working capital needs also accelerated credit 
requirements. These expansionary pressures 
were amplified price increases, particularly 
during the first six postwar years. 

more complete understanding this re- 
cent growth business loans commercial 
banks and more reliable guide future 
developments require extensive information 
concerning lenders, borrowers, and the terms 
which loans are extended. Shifts these 
characteristics occur fairly continuously 
dynamic economy, and the postwar decade 
has witnessed extensive changes. 

order secure information useful ap- 
praising these changes, the Federal Reserve 
System undertook broad but intensive sur- 
vey business loans member banks 
October 1955. similar survey con- 
ducted November 1946, the data were 
drawn from extensive sample banks 
each Federal Reserve district. order 
achieve representative grouping each dis- 
trict, banks were selected random basis 
from prescribed size classifications, geographic 
areas, and according certain other charac- 
teristics. The number banks participating 
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the survey was limited the minimum from 
which reasonably reliable conclusions could 
drawn regarding characteristics all member 
banks the respective districts. this Dis- 
trict, 141 banks holding about per cent 
commercial and industrial loans and real estate 
loans used for business purposes were includ- 
the sample. 


Business Borrower 


Diversification business loan portfolios 
District banks apparent, with virtually all 
major industry classifications and wide va- 
riety business sizes represented the sur- 
vey. This diversification pointed the 
fact that the largest borrowing group, retailers, 
constituted only per cent District busi- 
ness loan volume. Although individual loans 
retailers were large—in some instances over 


million—the average size such loans was 
only $8,000. terms numbers, 
notes turned with greater frequency 
any other industry group. Nearly one out 
three loans were made retailers. second 
industry group appearing frequently was the 
service firms, such hotels and motels, 
dries and cleaning establishments, group 
somewhat akin function and typical size 
the retail firm. These firms held only per 
cent business credit extended 
member banks the time the survey, 
spite the fact that their notes amounted 
per cent the total number loans. 
Credit manufacturing industries 
stituted another large category, with these 
firms using one seventh the number loans 
and nearly one third the dollar 
Since the 1946 survey, loans manufacturers 


NUMBER LOANS AND AMOUNT OUTSTANDING, BUSINESS BORROWER 
Business Loans District Member Banks October 1955 
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have changed relatively little percentage 
total business loans District banks, but 
shifts within the category have 
taken place. Perhaps the most notable the 
gowth importance loans petroleum, 
coal, chemical, and rubber firms. These firms 
accounted for only per cent the dollar 
aggregate 1946, but 1955 their share had 
increased nearly per cent, reflecting the 
growth this sector the economy 
and the increasing importance petro- 
chemicals among District industries. 

Loans food manufacturers 1955 were 
more than twice the volume reported the 
1946 survey date, rising from $38 million 
$82 million. Although these firms remained 
prominent borrowers District banks, 
interesting note that the proportion 
bank business loans employed this indus- 
try group was per cent the time the 
survey last fall compared with per cent 
November 1946. 

Sales finance firms and construction compan- 
ies also have shown distinct increases relative 
other District business borrowers since 
The former, depending commercial 
banks for large part their funds, have 
grown rapidly response the demand for 
consumer credit finance high-level pur- 
chases automobiles and household durables. 
The 1955 survey showed that sales finance 
companies received approximately per cent 
total business credit extended District 
banks, compared with 5.5 per cent 1946. 
The postwar boom housing and other con- 
struction also apparent the loan figures 
for the building industry. The increase 
number and size construction firms has led 
approximate quadrupling bank credit 
employed since the date the earlier survey. 
Whereas 1946 loans construction firms 
District banks amounted only $25 million, 
such credit totaled $95 million 1955. 

Borrowing real estate firms—including 
operators and developers well brokers— 
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increased substantially the postwar period, 
particularly the past two years. Although 
loans these firms were recorded mis- 
cellaneous category the 1946 survey, the 
total for this residual group was less than 
per cent total business loan volume. the 
1955 survey, loans real estate firms were 
segregated from the “all other” category and 
constituted per cent the total. These loans 
were not particularly numerous, but averaged 
$40,000 per loan, two and one half times the 
average for all business loans. The growth 
explained, significant degree, the in- 
creasing amount credit supplied these 
borrowers carry “warehouse” mortgages 
pending sale permanent investors, such 
insurance companies savings banks. 
Loans wholesale firms District banks 
were one the important loan classes which 
have diminished relative importance since 
1946, the process vertical integration 
tended reduce the relative amount in- 
dependent wholesaling activity. Thus, the in- 
creased amount wholesaling carried 
conjunction with large chain retail operations 
and with manufacturing may have led some 
credit actually used wholesaling being 
classified with retail manufacturing loans. 
The wholesaling category included commod- 
ity dealers the 1946 survey and excluded 
them the 1955 survey, but this does not 
account for the entire difference. Even loans 
commodity dealers were included with 
wholesalers’ borrowings, the ratio whole- 
sale total loans 1955 would remain less 
than half that shown the 1946 survey. 


Maturities 


Changes appearing the term loans re- 
flect not only changes the types business 
borrowing but the use which funds are 
put. The recent survey shows continuation 
the trend toward more intermediate term 
loans—loans having maturities beyond one 
year—and relatively fewer traditional short- 
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term credits, though the latter continues 
the dominant maturity. apparent from 
earlier studies bank loans that national 
basis term loans grew from small proportions 
the mid-thirties rather sizable part 
the total 1940. 

The trend this District continued the 
postwar years, medium-term loans increased 
from estimated per cent loan volume 
1946 per cent 1955. The increase ap- 
pears have resulted from two kinds shifts. 
First, some classes firms now use relatively 
longer basis. Second, business firms whose 
needs have traditionally required longer-term 
funds are relatively more important among 
District borrowers than 1946. Loans 
service firms 1946, for example, predomi- 


nantly carried maturities under one year. Only 
about per cent dollar volume was 
rowed these firms for periods excess 
one year. 1955, the other hand, more 
than per cent carried maturities more 
than one year. Undoubtedly, this change 
the character loans service firms reflects 
the growing mechanization many service 
operations and the consequent need for 
financing vehicles and other equipment. The 
petroleum industry, the other hand, 
rowed chiefly term basis according 
the 1946 loan survey, but the proportion 
petroleum loans the aggregate business 
credits vastly expanded the next ten years 
with the rapid growth the petro-chemical 
industry. 


Loans metal and metal-processing firms 


MATURITY LOANS, BUSINESS BORROWER 


Business Loans District Member Banks October 1955 
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also have tended the direction 
longer maturities. While information from the 
survey does not reveal the purpose for 
which loans were used, well established 
that investment machine tools metal 
firms the past ten years has been very ex- 
tensive, and many banks have successfully 
developed plans for financing the purchase 
durable equipment metal fabricators and 
processors. 

Although the average size all longer- 
term loans was less than that short-term 
compared with $18,000—it 
interesting note that for those industries 
which employ longer-term borrowing exten- 
sively, such credits tended larger than 
short-term loans. the petro-chemical group, 
for example, where medium-term loans ex- 
ceed short-term loans volume, average size 
the longer notes was $45,000, compared 
with $28,000 for under-one-year credits. Simi- 
larly, the utilities field, the average size 
longer-term notes was $20,000 compared 
with $17,000 for the shorter. 


Size Characteristics Lenders 
and Borrowers 


number, the great majority all busi- 
ness loans (about per cent) were made 
banks with total deposits $50 million 
less. Furthermore, banks with deposits less 
than $10 million accounted for about per 
cent all notes appearing the survey. 
the other hand, terms the volume 
credit extended, larger banks were, course, 
more important. Banks with deposits $100 
million more held over one half the out- 
standing volume business credit the 
survey date, and banks with deposits less 
than $10 million held only about one seventh 
the total. 

For banks with deposits more than $10 
million, approximately per cent the dollar 
volume business loans were written with 
maturities under one year and per cent over 
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NUMBER LOANS, DEPOSIT 
SIZE BANK 


Business Loans District Member Banks 
1955 
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year. However, among small banks, sig- 
nificantly larger proportion loans were writ- 
ten for more than year. Term loans among 
banks size class $2-$10 million constituted 
per cent the dollar volume and among 
the smallest bank size—under million—one 
third the volume carried maturities over 
year. This difference between the larger and 
smaller banks with respect maturities 
diminished when number loans rather than 
dollar volume used measure. Medium- 
term loans were smaller the average than 
short-term credits the larger banks, with the 
difference size loans maturity de- 
creasing with smaller bank size. Among the 
smallest banks, medium-term loans averaged 
somewhat larger than short maturities. 

the recipients, the great majority were 
the category small business—firms with 
assets under $250,000. This would expected 
the case smaller banks, but worth 
noting that most business customers the 
larger banks—about per cent—were also 
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firms with assets less than $250,000. More 
than per cent had assets below $50,000. 

While small firms accounted for major 
part the total number loans, the dollar 
volume loans was somewhat more evenly 
distributed. The greatest volume loans ap- 
pears have been made the intermediate- 
size group—from $250,000 million as- 
sets. Among banks with deposits $100-$500 
million, per cent total business loans 
were made firms intermediate size and 
per cent were made small firms. the 
smallest bank size—deposits less than 
million—no loans firms with assets over 
million were reported the survey. The pre- 
dominant business borrower these smallest 
banks had assets less than $50,000. 


Conclusions 


The growth business loans commer- 
cial banks the postwar period manifestly 
has resulted mainly from the vigorous pace 
business expansion. Increasing demands for 
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financing inventories, trade credit, and fixed 
assets form the basis the higher volume 
loans. Nevertheless, today’s loan volume must 
also regarded the outcome adaptation 
the commercial banks the borrowing 
needs the business community. 

District banks have extended credit facili- 
ties into new areas and have encouraged the 
exploitation new business opportunities 
through the formulation financing programs 
appropriate varying specialized needs 
borrowers. Data from the survey bear out the 
fact that loanable funds District banks have 
been channeled toward wide variety busi- 
ness enterprises, well large,and that 
banks have adopted repayment periods which 
conform generally with borrowers’ 
ments. Future growth levels production, 
and consequently business credit needs, 
can expected produce still further gains 
bank loans business, long banks 
changes the character business credit 
quirements. 


100 


Business 
Capital 
Spending: 


ENEWED CONFIDENCE the strength the 

current business situation indicated 
the latest survey business capital ex- 
penditure plans for 1956. The plans are based 
newly reported figures collected the 
Department Commerce and the Securities 
and Exchange Commission between late 
January and early March. 

Nonfarm business plans spend $35 bil- 
lion for new plant and equipment this year. 
This increase billion, more than 
one fifth, over the record 1955 volume. All 
industry divisions expect expand their in- 
vestment outlays, with scheduled gains run- 
ning from about per cent for nonrail trans- 
portation over per cent for railroads and 
durable goods manufacturers. 

The rapid rise capital outlays last year 
and those scheduled this year shown 
quarterly data. Outlays during the final quar- 
ter 1955 were seasonally adjusted an- 
nual rate $31.4 billion—10 per cent above 
the rate for the year. During the first quarter 
1956, spending was estimated $33.2 bil- 
lion and further increase $35.2 billion 
scheduled for the second quarter. further 
rise during the last half the year implied 
considering the annual and quarterly 
figures together. The estimated rate $35.5 
billion for the second half suggests much 
smaller gain than for earlier quarters. 

Not all the projected increase outlays 
for 1956 will result added demand for real 
capital goods and additional capacity. 
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Capital goods costs have been rising slowly 
over the past year and significant propor- 
tion the current plans reflect the assump- 
tion that capital goods prices will higher 
than early 1956. 

Although this series anticipated plant 
and equipment expenditures relatively new, 
very early assumed prominent role the 
analysis economic developments. Now, 
one the best known general business in- 
dicators, and new releases the data attract 
widespread attention. 

view their use predicting invest- 
ment activity, well the resulting impli- 
cations for general business conditions, the 
data anticipated plant and equipment out- 
lays deserve thoughtful consideration. Cer- 
tainly, questions concerning the past accuracy 
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Business Capital Spending: 


the series projecting capital investment 
have passed through the minds more than 
few persons during recent weeks. Helping 
answer these questions analyzing the 
performance the series anticipated ex- 
penditures measure actual expenditures 
one the primary purposes this article. 

review the evidence indicates that the 
data anticipated plant and equipment out- 
lays provide useful method projecting 
aggregate capital expenditures into the near 
future. This summary appraisal based large- 
examination aggregate data, sup- 
plemented detailed examination indi- 
vidual company discrepancies made the 
Commerce Department several years ago. 
Some this evidence presented below. 
First, however, few observations are order 
relative the coverage and statistical relia- 
bility the data well their importance 
business barometer. 


Description the Series 


The SEC and Department Commerce 
series plant and equipment outlays one 
the few economic series which both an- 
ticipated and historical events are recorded. 
The two agencies have been estimating antici- 
pated and actual expenditures new plant 
and equipment all private business, 
ing agriculture, professions, and nonprofit in- 
stitutions, since World War II. Expenditures 
charged off expense during the period 
which they were made are not included. The 
estimates are made the basis sample sur- 
veys corporations registered with the SEC 
and nonregistered companies. 

The sample firms asked early each 
quarter report outlays plant and equip- 
ment for the quarter just passed well 
planned expenditures for the current and suc- 
ceeding quarters. Early the year, these 
firms also are asked estimate actual ex- 
penditures for the past calendar year and 
report their expectations for both capital out- 


lays and sales for the following year. From 
these reports, total capital spending esti- 
mated for all nonfarm business major 
industry groups. The estimates are released 
regular quarterly and annual series. 
The benchmark for the estimates the 
gross capital assets the complete universe 
companies reported the Internal Rev- 
enue Service for the 1948 tax year. Estimates 
quarterly and annual movements capital 
expenditures are made extrapolating the 
benchmark data the basis current sample 
reports. For actual annual investment, the 
sample coverage terms capital assets 
about per cent, although the sample 
not random. With respect anticipated out- 
lays, reported data represent somewhat 
smaller sample for all business and sub- 
stantially smaller sample for several industry 


groups. 
The Role Investment 


The keen interest business investment 
programs engendered the importance 
investment short-run determinant na- 
tional income and employment. the major 
private sources demand—consumption and 
investment—it may argued that investment 
registers more independent influence upon 
income. Greater autonomy ascribed in- 
vestment outlays because they depend upon 
volatile business expectations, which encom- 
pass variety factors addition current 
income, and because the importance ex- 
ternal financing. addition, investment ex- 
penditures tend less stable than con- 
sumption outlays, largely because capital 
spending may postponed when profit ex- 
pectations deteriorate. Supporting these the- 
oretical considerations, and turn generating 
further interest investment plans, the 
close correspondence timing and direction 
changes over-all measures economic ac- 
tivity, such Gross National Product, and 
business capital outlays. 
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The basis for placing reliance antici- 
pated investment series forecasting de- 
vice the knowledge that business capital 
outlays must planned advance, that 
there certain resistance changing de- 
cision once made, and that ordinarily commit- 
ments some sort are made prior con- 
struction. The commitments may construc- 
tion contracts, machinery and equipment 
orders, provisions for external financing. 

Business investment plans cannot com- 
pletely fixed, however, because many factors 
are constantly influencing investment be- 
havior. These factors may either those 
affecting the demand for investment those 
influencing the supply capital goods. 
periods near capacity operation, such 
the present, the resources necessary for capi- 
tal goods production are short supply; con- 
sequently, actual investment could forced 
depart from scheduled rates. This situ- 
ation over which the firm has little control. 
The demand for capital goods related 
the expected rate return and the cost fi- 
nancing. some occasions, course, in- 
vestment funds some firms may virtually 
unavailable any terms. Anticipated revenue 
and cost comprise the immediate determi- 
nants the expected rate return. They, 
turn, reflect the firm’s judgment relative 
host variables—changes sales, price-cost 
movements, rate capacity utilization, and 
innovations products and methods pro- 
duction, mention few. 

Unanticipated conditions with respect 
the several factors determining the demand 
and supply capital goods tend create 
deviations between planned and actual in- 
vestment outlays. Although random variations 
the factors may well offset each other 
their effects the investment programs 
different firms, cyclical movements the fac- 
tors may cause anticipated outlays over- 
state fall short actual outlays. the 
same time, divergencies may reflect some defi- 
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ciencies the statistical estimating procedure. 


and Anticipated Outlays 


The record past surveys suggests that 
they have been quite accurate foretelling 
the direction change, although they have 
tended understate its magnitude. From 
1948 through 1955, with the exception 1950, 
the correct direction movement aggre- 
gate outlays was anticipated the beginning 
each year. Furthermore, increased de- 
creased outlays were projected correctly for 
nearly every major industry. Direction 
change outlays was most frequently mis- 
judged for the mining industry, which 
relatively small group. The 1955 survey re- 
ported direction inaccurately for more indus- 
tries than earlier surveys, although the proper 
direction was projected for aggregate outlays. 

Substantial discrepancies 
pated and actual outlays have appeared 
twice. Actual expenditures 1947, the first 
year anticipatory data, were per cent 
greater than plans had indicated. 1950, also, 
actual expenditures exceeded planned out- 
lays per cent. These years mark the ex- 
tremes the divergence the anticipated 
and actual series. Considering events that oc- 
curred those years, not surprising that 
results the surveys were relatively inaccu- 
rate. The 1947 result explained least 
partly the newness the survey and partly 
the unforeseen adequacy material sup- 
plies and the removal controls nonresi- 
dential construction. Similarly, the Korean 
outbreak the summer 1950 and the re- 
sulting change demand for capacity could 
not have been anticipated the survey 
early 1950. The next largest deviations oc- 
curred 1953 and 1955. Actual outlays ex- 
ceeded plans and per cent, respectively, 
those two years. For the remaining five 
years, deviations from programmed outlays 
were very small, ranging from per cent. 

The anticipatory data for 1949 scored very 
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well correctly projecting the cyclical down- 
turn the beginning that year. The ability 
catch turning point capital investment 
is, course, major accomplishment—and 
necessary one—for series designed antici- 
pate accurately future events. Several tech- 
niques may used for making projections 
when there are major changes economic 
developments, but the big test occurs when 
changes happen. 

Quarterly information business plans 
useful supplement the annual survey 
that supplies advance indications signifi- 
cant developments within the year. the 
whole, quarterly anticipations yield greater 
accuracy than the annual surveys, although 
there usually some improvement with the 
second the two quarterly surveys. For ex- 
ample, 1955 the deviation between actual 
and planned investment the basis the 
annual survey was per cent, while the aver- 
age deviation the first set quarterly an- 
ticipations was well over per cent and for 
the second set about per cent. 

Application appropriate seasonal correc- 
tions serves improve quarterly anticipa- 
tions. Because systematic tendencies 
overestimate underestimate particular 
quarters, the adjustment plans with the 
proper seasonal factors increases the accuracy 
survey anticipations. Turning 1955 once 
more, the first seasonally adjusted set quar- 
terly anticipations missed the mark 
average about per cent and the second 
set per cent, compared with the per 
cent deviations the unadjusted estimates. 
Similarly, 1953 and 1954 the average de- 
viation between anticipated and actual figures 
was reduced seasonal correction. 

The performance the seasonally adjusted 
series anticipating the second postwar cycli- 
cal downturn capital investment was good. 
The August survey 1953 revealed that 
spending plans for the fourth quarter were 
somewhat lower than those the third quar- 
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ter. The final survey 1953, made during the 
fourth quarter, again suggested small decline 
the final quarter rate and further drop 
the opening quarter 1954. Capital expendi- 
tures actually did fall slightly the final 
quarter 1953, initiating decline which con- 
tinued for over year. Throughout 1954, each 
quarterly anticipation pointed continued 
decline capital investment. reversal 
the downward trend was projected for the 
second quarter 1955 the initial survey 
1955. This anticipation was sustained the 
volume investment actually made. 

The historical record initial anticipations 
each year suggests means appraising 
current expectations for 1956. Each year, the 
first survey has produced first quarter antici- 
pations which have overestimated actual out- 
lays somewhat. the same time, planned out- 
lays for the second quarter have closely ap- 
proximated investments made later. Greater 
deviations may noted for the second half, 
with plans understating actual outlays most 
years. Although seasonal adjustment improves 
the accuracy these first quarter anticipa- 
tions for the first and second quarters, rela- 
tively slight improvement obtained sea- 
sonal adjustment the implied second half 
rate capital spending. 


What Causes the Deviations? 


The cyclical movement economic activity, 
suggested earlier, significant factor 
determining the relative accuracy anticipa- 
tory data. Price variations may cause antici- 
pated capital spending programs inflated 
deflated. addition, economic changes 
produce their own impact 
Cyclical movements imply that most major sec- 
tors economic activity are moving 
common direction. Accordingly, random off- 
sets provided overestimating and under- 
estimating plans are not likely balance 
out when business expectations are mixed 
for various segments the economy. 
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The role prices and cyclical move- 
ments causing discrepancies may sug- 
gested industrial prices and the sea- 
sonally adjusted quarterly plant and equip- 
ment series itself. Both annual and quarterly 
projections reflect their influence. addition 
the circumstances mentioned earlier rela- 
tive 1947 and 1950, price increases and the 
upward push economic activity were re- 
sponsible for some the discrepancy between 
actual and anticipated outlays. Similarly, 
part last year’s discrepancy may attribu- 
ted the increased price level, while another 
part due the unexpectedly rapid increase 
economic activity during 1955 and the con- 
sequent soaring sales beyond expectations. 

Other years, such 1949 and 1954 when 
anticipated outlays overstated actual spend- 
ing, probably reflect the impact falling 
prices, declining activity, both 
1949. The overstatement anticipations for 
1951 raises the question whether business 
early 1951 expected increases capital 
goods prices which failed materialize. 
Looking second-half programs, the influ- 
ence rising prices and expanding economic 
activity probably contributed their under- 
statement years such 1947, 1950, and 
1955. The only years which actual second- 
half outlays were close the implicit second- 
half programs were 1949 and 1954, years 
economic downturn. 

Finally, some reason for deviation between 
actual and anticipated events inherent 
the condition which produces broad agree- 
ment. Much the accuracy aggregate pro- 
jections appears depend upon offsetting 
errors, according separate survey for 1949 
the Department Commerce. general, 


there systematic tendency toward under- 
estimation plans, probably because small 
uncertain parts plans are omitted. The 
accuracy individual company plans 
lated size firm, amount capital spend- 
ing, and other factors. Larger firms and those 
planning large outlays tend project outlays 
more accurately. 1949, only somewhat more 
than fourth the firms came within 
per cent their anticipations. Thus, offsets 
between underestimates and overestimates 
and the fact that large firms and large spend- 
ers plan better are apparently important 
the close agreement between actual and 
ticipated outlays. 


Summary 


The historical record investment 
pations indicates that their performance has 
been good. Direction movement plant 
and equipment outlays has been anticipated 
accurately; magnitude change usually has 
been understated, especially when economic 
conditions were changing. Larger outlays than 
expected have been associated the past 
with rising prices and expanding investment 
outlays. Aside from the initial year the 
survey and 1950, however, annual projections 
have come reasonably close anticipating 
actual investment outlays. Relative the im- 
plied second half estimates the first survey 
each year, the record shows there has been 
tendency for these figures underesti- 
mated. part, this was due the influence 
rising prices and expanding activity sev- 
eral years. addition, some systematic 
tendency understate anticipations might 
expected because more distant investments 
are not well foreseen and the more tenta- 
tive plans are omitted. 
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Series 


ORN AMIDST impending war, surpris- 

ing teen-ager celebrates its 15th birth- 
day this month. It’s the Series Savings Bond, 
youngster terms years, but full- 
fledged adult its accomplishments. the 
end 1955, Americans were holding more 
than $40 billion Series and its current- 
income companion, the Series Bond. Most 
these savings—$37.5 billion—were Series 
Bonds, but was new record for the pair. 


sales goal $5,650 million has been set 
for the Series and Bonds 1956, 
increase 5.3 per cent over sales 1955, the 
United States Treasury Department has an- 
nounced. This makes the job big one, since 
the sale $5.4 billion worth bonds last 
year was the highest years, and in- 
crease per cent over 1954. 


addition, sales these two series ex- 
ceeded redemptions $717 million 1955, 


the widest margin since 1949, 


value savings bond holdings has risen, re- 
demptions have grown also, and the margin 
between sales and redemptions has been rela- 
tively small recent years. Also, bonds sold 
during the war have reached maturity and 
some are being redeemed. 


Not all Americans are cashing their bonds 
when they mature, however. December 
last year, per cent about $20 billion 
Series Bonds that have matured since May 
1951 were being held under the automatic 


extension privilege. The Treasury 


ment encourages owners Series Bonds 
hold them after maturity for maximum 
additional years, thereby continuing earn 
interest the bonds. 


Sales and Bonds the Tenth Fed- 
eral Reserve District totaled $382 million 
1955, per cent more than 


Bond Celebrates 15th Birthday 


Bonds were being held the Tenth 
trict the end 1955. 

Following the national trend, savings bond 
redemptions the District also have 
high recent years. The 
margin 1954 was $85 million, 
dropped $82 million 1955. 1946, 
consumers started buying commodities they 
get during the war, redemptions 
larger than sales the District. Again, 
1950-51, when the Korean war brought 
surge buying, redemptions were larger 
every state except Missouri. Since then, 
ever, sales have exceeded redemptions 
District states. 

More than million persons can 
share the $40 billion savings bonds 
ing held the nation. Three fourths 
bonds are either $25 $50 Bonds, 
chased primarily workers the 
savings plan. Members all income 
hold savings bonds, including per 
the spending units the lowest 
bracket—under $1,000. 

Series Bonds earn per cent interest, 
compounded semiannually, when held 
turity. they are retained for additional 
years under the optional extension 
they increase about per cent dollar 
over the original cost. They may 
any time after days from the purchase date 

The companion Series Bond, which 
interest return similar the Bond, 
postwar product. was made available 
the public June 1952, and passed the 
lion-dollar sales mark for the first time 
year. Unlike its older partner, the 
sells face value denominations 
and over. may redeemed 
months after purchase, one month’s 


